Corporate Services
Energy Distribution Group Legal

200 Civic Center Drive
Columbus, OH 43215
(614) 460.6000

Fax: (614) 460.6986

February 24, 2005

Ms. Beth A. O’Donnell, Executive Director
Public Service Commission of Kentucky
211 Sower Boulevard o
P.O. Box 615 FEB 24 2005
Frankfort, Kentucky 40602 PUBLIC SERVICE
COMMISSION

Re: PSC Case No. 2004-00462

Dear Ms. O’Donnell,

Enclosed for filing with the Commission are the original and nine copies of Columbia Gas
of Kentucky’s Supplemental Response to Question Number 3 of the Commission Staff’s Initial
Data Requests in Case No. 2004-000462. Please call me at (614) 460-4648 should you have any
questions about this matter.

Very truly yours,

—

AR
s 4 f/
7 = A g i

Stephen B. Seiple
Lead Counsel
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cc! Richard S. Taylor
Parties of Record
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Public Service Commission Staff Data Request Set 1

Question No. 3

FEB 24 2005 Supplemental Response, Revised Feb. 24, 2005

PUBLIC SERVICE Columbia Gas of Kentucky Respondent: Judy Cooper
COMMISSION,/

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2004-00462
DATA REQUESTED BY THE PUBLIC SERVICE COMMISSION STAFF
DATED DECEMBER 17, 2004

SUPPLEMENTAL RESPONSE DATED FEBRUARY 24, 2005

Question No. 3
Refer to page 5 of the application, specifically the reference to $13.5 million in savings by
CHOICE customers since the inception of the program.

a. Provide the calculation of the $13.5 million in savings.

b. Beginning with 2000, provide a breakdown of the $13.5 million in
savings, by calendar year, between residential and commercial customers. Include all supporting
calculations and assumptions.

c. Columbia states that it has met with other stakeholders to review the
proposed CHOICE Program. For each party identified on page 5:

(1 Provide the dates Columbia met with the party.
2) Indicate whether the meetings were only presentations by
Columbia or if the party was permitted to offer suggestions or changes to Columbia’s proposal.

(3) If the party offered suggestions or changes to Columbia’s proposal,

describe the suggestions or changes and how Columbia responded to the suggestions or changes.

Response of Columbia Gas of Kentucky:

a. Please see attached savings calculation, Attachment PSC 1-3(1).



Residential and Commercial volumes are shown on Attachment PSC 1-3(1).
Commercial volumes include some small industrial customers that also qualify for
the CHOICE program. Columbia does not maintain a breakdown between
residential and commercial customers of the adjustment billed to Choice,
therefore a calculation of the breakdown of the savings between residential and
commercial customers cannot be determined. The total savings, by calendar year,

are shown on Attachment PSC 1-3(1).

Stemming from its August 2003 request to extend the current CHOICE pilot
program to March 31, 2005, Columbia committed to discuss the issues associated
with the future of the CHOICE program with all the parties. Discussions with the
parties concerning the future of the CHOICE program have been ongoing since
that time. Columbia has not tracked dates of all of these conversations with
individual parties.

Initially, Columbia contacted the parties to determine if any party objected
outright to a possible continuation of the Choice program with revisions. No party
expressed an objection. In developing the framework of the new program,
Columbia has had more frequent and detailed discussion with the participating
marketers concerning the technical operational elements of Choice than with the
other parties individually.

The suggestions and ideas garnered concerning the future of the CHOICE
program, incentive mechanisms and a commodity hedging plan culminated in a

meeting of the parties held on October 6, 2004 at which Columbia outlined ideas



and sought further suggestions and questions of the parties. A copy of the Agenda
for that meeting is attached as Attachment PSC 1-3(2). Attending were
representatives of IGS, MX, LFUCG and CAC. The Attorney General was unable
to attend at the last minute due to a business conflict. Columbia subsequently met
with the Office of the Attorney General on October 26. 2004.

Columbia’s filing is reflective of the comments, concerns and suggestions
of the parties expressed since August 2003. Though many elements of the
proposal that have developed since August 2003 are not specifically attributable to
any individual party, changes to the framework made in response to discussions of
Attachment PSC 1-3(2) were specific to Columbia’s assignment/recall of
capacity, the marketer fee, the annual cash-out mechanism and transition issues
from the current program to the proposed program. Also, as discussed in the
response to PSC data request number 4, the March 31, 2007, report date was
included in the Application as a direct result of discussions held during the
October 6, 2004 meeting. Columbia’s attention to these suggestions resulted in a
postponement of the filing from October 30, 2004 (Columbia’s original planned
filing date) to November 30, 2004 (the deadline established by the Commission).
Columbia remains committed to continue discussion about all issues during the
pendency of the Application.

SUPPLEMENTAL RESPONSE FOR SUBPART (C)

On January 14, 2005, Columbia engaged in a discussion with IGS and MX
regarding issues on which each party had requested further discussion and/or

clarification. The discussion topics identified by the marketers were questions



about storage gas, marketer rate codes or billing rates, credit requirements,

balancing service, hedging reports, OSCRA billing, customer education/Choice

marketing and pilot term.

As a result of this discussion, Columbia proposes the following

revisions/clarifications:

1.

ATTACHMENT A -PROGRAM DESCRIPTION Page 13 - The
existing established marketer rate codes or billing rates are
grandfathered. Each marketer may establish up to five new billing rates
at no charge. The number of allowed changes to billing rates in any
calendar year should be increased to 24 rather than twelve as originally
stated. A substitute page 13 to the original Program Description will be
filed as part of a Supplement to the Application.

ATTACHMENT B - PROPOSED TARIFFS Sheets 7a and 32 —
The OSCRA factor will be applied to the demand component of
Columbia’s Gas Cost Adjustment and therefore will be credited to
Choice customers as a credit within the charge to marketers for
Balancing Services. This will enable a more accurate comparison for
customers between Columbia’s rate and the offers of marketers. The
revision will allow the Actual Gas Cost Adjustment specified on
Sheets 32 and 7a to remain in effect for the commodity adjustments
with the addition of the Gas Cost Incentive Adjustment. The revised

tariff sheets will be filed as part of a Supplement to the Application.



3. ATTACHMENT E - BALANCING CALCULATION - The
Balancing Calculation as originally filed was calculated based on
expected annual demand contracts and charges. As stated on page 7 of
the application in this case, the balancing service fee will be priced
equal to the difference between the cost of assigned capacity and the
total demand charge to GCA customers. On January 28, 2005,
Columbia filed its quarterly Gas Cost Adjustment to be effective
March through May 2005. A Substitute Attachment E will be filed as
part of a Supplement to the Application, and will update the cost of
assigned capacity and the demand charge to GCA customers to reflect
Columbia’s most recent GCA revisions.

As stated previously, based on the discussion of the OSCRA
billing, Columbia proposes to apply the OSCRA to the demand
component of its GCA. Therefore, the OSCRA would be included in
the amount shown on Line 14 of Attachment E. Columbia anticipates

that the first OSCRA would be calculated in its September GCA filing.
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Attachment PSC 1-3(2)
Page 1 of 2

NEW COLUMBIA GAS OF KENTUCKY CHOICE PROGRAM

October 6, 2004

AGENDA

Weicome

Introductions

Historical Recap

Future Plans

Filing October 2004
Effective April 1, 2005
Four year pilot

Framework of the New Program

Pipeline Capacity Assignment

The volume assigned will be based upon the customer group’s forecasted annual consumption, divided by
the days in the year.
Each day, the Choice marketer will be required to schedule supply to fill this assigned capacity (Columbia
may require marketers to alter scheduled volumes in the event of extraordinary Balancing Service
requirements).
Firm transportation capacity, involving those pipeline rate schedules listed below, will be assigned to the
marketer on a mandatory basis.

o Columbia Gas Transmission (TCO) FTS: At levels lower than historic

o Tennessee FT-A: Not previously assigned

o Columbia Gulf FTS-1: At levels lower than historic

o Central Kentucky Transmission: Upon approval of application to FERC
Capacity will be assigned at the same rates paid to the pipelines by Columbia.

o TCO FTS: Pipeline recourse (maximum) rate

o Tennessee FT-A: Discounted rate

o Columbia Gulf FTS-1: Pipeline recourse (maximum) rate

o Central Kentucky Transmission: Pipeline recourse (max) rate
When capacity is assigned at a discounted rate (i.e.: Tennessee FT-A), the Choice marketer will need to
match any competing bid so that the marketer can obtain the assigned capacity.
Columbia will recall capacity when the marketer loses customers and will allow for rebalancing of capacity
delivery points for shifts in customer participation by location.

Balancing Service

The Balancing Service provided by Columbia will serve daily and monthly differences between actual
consumption by the customer group and the scheduled deliveries.

Columbia will use its storage related capacity (FSS & SST) on TCO to provide these Balancing Services.



Attachment PSC 1-3(2)
Page 2 of 2

* All Choice customers will pay a rolled in, all-inclusive Balancing Service fee priced equal to the difference
between the cost of assigned capacity and the total demand charge to GCR customers.

* At the end of each June, a cash-out mechanism will be used to resolve the accumulated imbalance
between consumption and deliveries.

Marketer Fee

¢ The marketer will pay a fee for each Mcf consumed by their Choice customers in the month based on the
total number of customers participating in the program each month. The marketer contribution charge will
be tiered to provide an incentive for Columbia to promote the Choice program.
o Up to 50,000 participating customers, marketer contribution = $.10/Mcf
o 50,000-65,000 participating customers, marketer contribution = $.125/Mcf
o Over 65,000 participating customers, marketer contribution = $.15/Mcf

Incentive Program

* As part of its application, Columbia will also request approval of a new incentive mechanism, dealing with
off-system sales, capacity release revenue, and a program to compare the commodity cost of Columbia’s
purchases with a market benchmark.

¢ GCA and Choice customers will be treated equally in the sharing of margins.

Hedging

¢ As part of its application, Columbia will also request approval of a plan for hedging gas prices in the GCA.

Questions

Closing



